Week 08 - Tax experiment by Figini, Paolo
TEaMLand is  a  rising star  in  the international  tourism arena,  but  lacks  the main
infrastructures needed for being a competitive tourism destination. In particular,  a
new airport is needed.
The project for the new airport is ready, and costs € 1 billion.
TEaMland has 1 million residents, 100,000 of which work in the tourism sector, as
employed, self-employed workers or entrepreneurs.
With the old airport, 5 million tourists arrive annually, and the forecast of arrivals
with the new airport is of 10 million.
All tourists arrive with a package holiday and stay for one week. The all-inclusive
price is € 500. The demand function for tourism in TeaMland is:
P = 1000 – 50 A
where P is the price of the package holiday and A is the number of tourists.
The government of TeaMLand (a democratic country) has to decide: i) whether to
build the airport; ii) how to finance it.
The alternative proposals are the following:
a. A tax on all residents: €1,000 Euro more of taxes
b. A tax on tourists: € 100 of extra-price
c. A tax on tourism structures: € 100 for each tourist arriving in the structure.
Divide in three groups:
1. The association of local tour operators (3 people)
3. The other citizens (27 people)
4. The government (3 people)
Meet and discuss the proposals, by focusing on the consequences of each scenario,
the more information that you would need to decide, and the alternative proposals
that you can come up with.
